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SUBJECT: EXCHANGE MARKET DEVELOPMENTS 

REF: PARIS 1909 

1 . THE FACTORS CITED IN REFTEL POINTING TOWARD A 
SOMEWHAT WEAKER FRANC IN THE COMING MONTHS ALSO MAKE 
THE FRANC VULNERABLE TO SPECULATION IN THE WAKE OF 
RECENT FOREX DEVELOPMENTS IN ITALY. 

2. THE MARKET ANTICIPATES A WEAKER FRANC AND BROADLY 
KNOWS THE LIMITS IMPOSED BY THE EC "SNAKE". THE MARKET 
MIGHT DECIDE TO TEST THESE LIMITS. THE BANK OF FRANCE 
SUPPORTED THE FRANC YESTERDAY BY SELLING AT LEAST 

100 MILLION DOLLARS ACCORDING TO PRESS REPORTS. THE 
PRESSURE SO FAR IS FROM ABROAD. EUROFRANC INTEREST 
RATES ROSE INDICATING BORROWING ABROAD TO DEFER PAYMENTS 
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IN THE EXPECTATION OF A LOWER FRANC EXCHANGE RATE. 
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HOWEVER, THE PRICE OF GOLD, A BAROMETER OF DOMESTIC 
PRESSURE AGAINST THE FRANC, DID NOT RISE SHARPLY YESTER 
DAY AND REMAINS RELATIVELY CALM AS OF MARKET OPENING 
THIS MORNING. 

3. SPECULATION TODAY IS CONTINUING AT ABOUT THE SAME 
PACE AS YESTERDAY ACCORDING TO BANK OF FRANCE SOURCES. 

AS OF THIS REPORT, THE MARKET HAS BEEN OPEN ABOUT TWO 
HOURS. 

RUSH 
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